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Editorial Section 
DEFERRED DIVIDENDS FORFEITED 


A striking illustration of the unfairness of the de- 
ferred dividend system has recently come to our 
notice. A gentleman in Virginia, sixty-one years old, 
took out a $2,000 policy in one of the big New York 
companies which formerly exploited the deferred 
dividend plan. This was an Ordinary Life policy 
with a twenty-year distribution period, and the 
premium was $168.60 per annum. The twenty-year 
period ends on December 6, 1914. The last premium 
was paid December 6, 1913, and the insured died in 
November, 1914, about one month before the twenty- 
year period was completed. The policy provides that 
surplus funds shall be apportioned “at the expiration 
of twenty years from the date of issue,” and only 
to policies “in force at the end of such terms”; and, 
further, that “no other distribution to such policies 
shall be made at any previous time.” Under this 
policy the estate cannot recover the large amount of 
dividends accumulated under the policy, nor could 
the company pay them with fairness to the other 
policyholders. 

Yet some companies continue to write deferred 
dividend policies, and people ignorant of insurance 
matters are found to buy them. 
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FIXING A RESPONSIB ITY 


Elsewhere in this issue we print the 
ing the most recent controv @sy in which the Empire 
Life Insurance Company of Atlanta, Ga., has been 
involved... We have seen in print a number of state- 
ments regarding this matter, and earlier, but still 
recent litigation, all glaringly in accurate and mis- 
leading, although the facts are readily available as 
they are part of publc court records. 

A review of the company’s affairs for the last 
eighteen months may prove interesting. 

At the annual meeting of the stockholders in June, 
1913, a committee of five stockholders was appointed 
to investigate the company’s affairs, because of dis- 
closures made by us in a report which we printed in 





Messrs. Barrett, Merry and Martin—signed a report 
severely condemning various actions of the manage- 
ment, including a barefaced piece of “window dress- 
ing,” accomplished through the nominal sale of 
$25,000, par value, of the company’s stock for $125,- 
000, on which stock a “loan” of $112,500 was made 
by a small Macon bank, with the stock as collateral, 
and an additional agreement that the company would 
not draw upon the funds which the bank nominally 
placed to its credit through certificates of deposit, 
which the company listed at their face as assets of the 
insurance company. It was brought out that the 
signers of the notes to the bank—directors of the 
Empire Life—were protected by contract with the 
company from any liability to pay them at any time, 
and that as just stated there was an agreement that 
the insurance company would not draw against the 
certificates of deposit. The whole transaction was 
fictitious, and the best proof that this is true is the 
fact that later it was rescinded. By means of this 
transaction the company was enabled to show an 
apparent net increase of surplus of $87,500 and an 
apparent increase of paid-in capital of $25,000. The 
bank was paid $12,500-cash by the company for lend- 
ing itself to this transaction. This is typical of the 
sort of mismanagement which has characterized the 
operations of this concern. All of the details were 
printed by us in the very complete report which ap- 
pears in Best’s Lire INSuRANCE Reports for 1914, 
pages 166-174; and all these facts should be carefully 
considered in connection with the most recent events. 

There were no developments of great importance 
during the remainder of 1913, but early in 1914 the 
company was examined by John A. Copeland for the 
Georgia Insurance Department, of which he was 
formerly Deputy Commissioner. The examination 
was as of December 31, 1913, and, after extremely 


tts eqncegn* 


lenient treatment by Mr. Capatenit al he omission 
» from the statement of certain large items which are 
apparently actual liabilities, the company was al- 
lowed a net surplus over capital and all other liabili- 
ties of only $24,894.45—a shrinkage of about $210,- 
000 from the surplus claimed a year previously, Mr, 
Copeland’s report mentioned but made no criticism 
whatever of the Macon bank transaction. 

At the annual meeting of the stockholders of the 
company in June, 1914, A. H. Merry, one of the 
committee of five stockholders who had so severely 
criticised the company a year before, accepted elec- 
as vice president. He is a prominent business man 
of Augusta. 

On July 8, 1914, a suit was filed against the com- 
pany by James R. Brown, of Canton, Ga., a former 
Judge, who, as a stockholder, asked for the appoint- 
ment of a receiver for the company. Much space was 
given by the daily press of Georgia to the testimony 





developed in this action, to which reference was 
made in our issue of August 1, 1914, pages 
31. In our issue of September 1, 1914, we reported 
in great detail the refusal of the court to appoint a 
receiver—see page 40 of that issue. Judge Ellis’s 
decision—which we characterized at the time as fair, 
temperate and logical—indicated clearly that one of 
the principal reasons why the court was reluctant to 
appoint a receiver was his reliance upon the large dis- 
cretionary powers vested in the Insurance Commis- 
sioner by the laws of Georgia. After calling atten- 
tion to the disputes which had arisen between certain 
Augusta stockholders and the company, Judge Ellis 
said: 

“If there should be a failure on the part of the 
Augusta people to act favorably, if the Insurance 
Department should fail to act, and if it should in 
the future appear that the company is up against 
the breakers and insolvent, then the court will 
interfere and take such measures as will protect 
the parties at interest.” 

Concerning this decision the Atlanta Constitution 
of August 21, 1914, said: 

“In the meantime, the Brown case will remain 
upon the court dockets until reached in its regu- 
lar order some time next year, when the jury 
will pass upon the issues involved in the charge 
of insolvency.” 

As soon as the application for a receiver was de- 


nied, a complaint against the company was filed with 
the newly created Insurance Board. of Georgia by 
Earl F. Chandler, a policyholder. Judge Ellis’s de- 
cision was handed down on August 20, 1914, and the 
Chandler complaint was filed August 22, 1914. The 
Chandler petition recited facts developed in the trial 
of the Brown application for a receiver and made 
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numerous grave charges—all, of course, under oath. 
Elsewhere in this issue we record the refusal of the 
Board to interfere. Clearly the Insurance Board was 
influenced by the same consideration which dictated 
Judge Ellis’s refusal to grant a receivership—viz., 
the fact that the Insurance Commissioner has full 
authority to proceed. In other words, both the Cir- 
cuit Court and the Insurance Board have placed the 
responsibility for the continuation of the operation of 
this company along the present lines squarely upon 
the Insurance Commissioner. There has been no 
“clean bill of health” granted to the company, either 
by the Circuit Court or by the Insurance Board; on 
the contrary, evidence was developed of a character 
so grave that the failure of the Insurance Commis- 
sioner to act would be amazing if his weakness 1n 
the face of the necessities of this situation was not 
entirely in harmony with his general policy in allow- 
ing his department to drift along without any rebuke 
to or check upon the discreditable actions of many 
Georgia insurance concerns, which have brought dis- 
credit upon the State and great financial loss to its 
citizens. 

In the face of the undisputed and indisputable 
facts recited above, we have noted with interest the 
comment of various insurance journals. 

The Spectator referred to a press dispatch from 
Atlanta, Ga., which states that the company “has 
won an unconditional victory in the litigation which 
has been in progress for several months seeking to 
have a receiver appointed.” 

The heading of Views of Washington, D. C., ar- 
ticle is: “Application for a Receivership Tersely De- 
nied by Insurance Commissioner Wright of Georgia, 
and a Clean Bill of Health Furnished that Company 
by His and the Board’s Verdict.” 

The heading of the /nsurance Field's article is: 
“Empire Life’s Great Victory—Defeats Enemies in 
Georgia—Insurance Commission Completely Sus- 
tains Company in Case of E. F. Chandler.” In this 
article the Field says: “The decision gives a ‘clean 
bill of health’ to the company . - 

The Jnsurance Herald-Argus in August, following 
the Ellis decision, printed an article headed: “Fu- 
ture Prospects Are Bright—Freed from Harassing 
Litigation the Empire Life Appears to Be Stronger 
Than Ever.” 

One would suppose that at least the two Southern 
papers quoted, with offices on the spot, would have all 
the essential facts, but they do not seem to have 
impressed their editors. Instead of condoning actions 
which they must know are sure to result in disaster, 
and suppressing or ignoring the facts which show 


that the gravity of the situation of this company and 
its policyholders cannot be over-estimated, they 
should be using whatever influence they have with 
Insurance Commissioner Wright to induce him to 
do his plain duty in this case. The day of reckoning 
can be postponed—it has been long postponed al- 
ready—but it cannot be finally avoided. 





LIFE PRESIDENTS’ MEETING 


The Association of Life Insurance Presidents has 
announced the following topics and speakers for the 
eighth annual meeting at the Hotel Astor, New York, 
on December 10 and 11, 1914: 

Mr. Jesse R. Clark, chairman, President Union Cen- 
tral Life Insurance Co., Cincinnati, O., “The Common 
Interests of Life Insurance, Education and Business.” 

“Relation of Life Insurance to the Credit Fabric of 
Business,” Hon. A. Barton Hepburn, chairman of board 
of directors, Chase National Bank, New York. 

“Response of Our Educational Institutions to Present- 
day Business Needs,” John H. Finley, LL.D., State 
Commissioner of Education, Albany, N. Y. 

“The Increasing Need for Insurance of Women,” Mr. 
Herbert C. Cox, president, Canada Life Assurance Co., 
Toronto, Ont. 

“In re Prevention of Verdict Before Trial in Life 
Insurance Cases,” Mr. W. H. Davis, general counsel, 
Pacific Mutual Life Insurance Co., Los Angeles, Cal. 

“Safety First in Life Insurance,” Mr. John B. Lunger, 
vice-president, Equitable Life Assurance Society, New 
York. 

“The Insurance Department as an Educating Force,” 
Hon. J. S. Darst, president, National Convention of In- 
surance Commissioners, Charleston, W. Va. 

“Some Observations on Supervision,” Hon. Frank 
Hasbrouck, Superintendent of Insurance, Albany, N. Y. 

“The Relation of Sanitary Engineering Works to 
Public Health,” Mr. Rudolph Hering, sanitary and water 
supply engineer, New York. 

“Live a Little Longer—The Rochester Plan,’ Miss 
M. E. Bingeman, Rochester, N. Y. 

“Can Insurance Experience Be Applied to Lengthen 
Life?” Mr. Arthur Hunter, actuary, New York Life In- 
surance Co., New York. 

There will then follow a general discussion of “Fire- 
side Campaigning” for life insurance, the opening ad- 
dress being made by Mr. R. W. Stevens, vice-president 
of the Illinois Life Insurance Company, of Chicago. It 
is expected that many of the members will take part in 
this discussion. He will be followed by Mr. W. C. 
Johnson, vice-president of the Columbian National Life 
Insurance Company of Boston, and Mr. E. D. Duffield, 
fourth vice-president and general solicitor of the Pru- 
dential Insurance Company of Newark. Then will come 
the discussion from the floor in which all of those pres- 
ent will be invited to participate. 
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Latest Insurance Daidone Discussed 


By WILLIAM OTIS BADGER, JR. 
(OF THA NEW YORK BAR) 





REINSURANCE. 
When a Policyholder has a Right to Sue the Reinsurer 


The Supreme Court of Illinois has referred to the 
above subject in a decision of considerable impor- 
tance. The portion of the opinion, which covers the 


point above outlined, is as follows: 


“A contract which is strictly one of reinsurance is 
merely one of indemnity of the first insurer against 
the risk which it has already assumed, and it creates 
no privity of contract between the reinsurer and the 
person insured. Unless a contract of reinsurance 
either expressly stipulates that the original insured 
can bring suit against the reinsurer or anything indi- 
cating such an intention, there is no privity of con- 
tract existing between the insured and the reinsurer. | y. 


Richards on Insurance Laws, 445. 


Federal.’ 


Federal 
December.” 





The contract in 


et 


this case was more than one of reinsurance, since it 
contained the following agreement: 

“*The Federal accepts said transfer to it of said 
policies and securities, and hereby reinsures, as of 
the time when this contract goes into effect, all the 
then living policyholders of the said Interstate whose 
policies are then in force in said Interstate, and said 
Federal assumes and guarantees the said policies of 
said living policyholders in accordance with the terms 
and conditions of said policies respectively, the fu- 
ture premiums on said policies to be paid to the 


“By assuming and guaranteeing the policies the 
defendant undertook to discharge the obligations of 
the Interstate to its policyholders, and under such an 
agreement the insured may sue the reinsurer. 


Life, 45 


Weil 


Insurance Law Journal, 





Reports Upon Companies and Associations 





AMERICAN ASSURANCE ASSOCIA- 
TION, PEORIA, ILL. 

The people operating this associa- 
tion also control the Anchor Life In- 
surance Company of Indianapolis, Ind. 
See article on the latter company else- 
where herein. 





ANCHOR LIFE INSURANCE COM- 
PANY, INDIANAPOLIS, IND. 

We have recently been advised that 
this company and the Majestic Life of 
Indianapolis will be merged, and its 
capital is to be increased to $200,000. 

The Anchor Life is controlled by 
persons who have been operating the 
Royal Benefit Society of Washington, 
D. C., and they also operated the 
American Assurance Association of 
Peoria, Ill. The Illinois Insurance De- 
partment endeavored to examine the 
Royal Benefit Society, but the officers 
refused the examiners access to the 
books. It is now being examined by 
the Superintendent of Insurance of the 
District of Columbia. When the society 
was last examined its management was 
severely censured by the examiners, 
and it was shown that it had been 
operated for the personal profit of the 
officers, while masquerading as a fra- 
ternal order. 

In the November 28th issue of the 
“Washington Times” it was reported 
that Thomas W. Wilson, who is presi- 
dent of the Anchor Life Insurance 





Company, and two associates were ar- 
rested in Springfield, Ill., on November 
27, 1914. They are alleged to have de- 
frauded Illinois persons out of $300,- 
000, having used the mails in fraudu- 
lent representations regarding stock 
of the American Assurance Association 
of Peoria. 





CENTRAL LIFE INSURANCE COM- 
PANY, FORT SCOTT, KAN. 
Report of Examination Reviewed. 

This company was examined by the 
Kansas Insurance Department as of 
June 30, 1914, the report being dated 
August 21, 1914. The annual state- 
ment of the company for the year 1913 
was checked and found to be correct. 
Its financial condition as of June 30, 
1914, showed the following: 

Income.—New premiums, $6,107.57; 
renewal premiums, $54,722.36; interest, 
$8,581.74; other income, $597.20; total 
income, $70,008.87. 

Dish ts.—-Death claims, $3,- 
500; surrender values, $3,719.01; divi- 
dends to policyholders, $3,213.89; first 
year commissions, $7,735.89; renewal 
commissions, $4,065.38; home office 
Salaries and medical fees, $3,924.75; 
other disbursements, $2,657.57; total 
disbursements, $28,873.49. 

Assets.—Mortgage loans, $258,039.00; 
policy loans, $61,602.11; premium notes, 
$3,227.00; cash, $10,673.42; interest due 
and accrued, $5,610.09; uncollected 








and deferred premiums, $5,973.06: to- 
tal admitted assets, $348,816.32. 

Liabilities.—Net reserve, $270,403.03: 
total liabilities, except capital, $288,- 
632.76; unassigned funds (surplus), 
$58,183.56. 

Insurance Account.—Insurance writ- 
ten for six months ending June 30, 
1914, $152,500; insurance lapsed, $240,- 
625; surrendered, $33,500; terminated 
by death, $3,500; total terminated dur- 
ing six months of 1914, $283,625: insur- 


ance in force June 30, 1914, $3,214,016. 


Over 80.0 per cent. of the insurance 
written is on the 20 Pay Life plan. 

The company states that the marked 
decrease in insurance written is due 
to the unfavorable conditions in farm- 
ing circles in Kansas and Missouri, 
where it operates. In spite of the 
falling off of new business the com- 
pany shows a material increase in its 
earnings over the corresponding 
period in the previous year. The com- 
pany’s mortality rate is very favor- 
able and the management expenses 
are low. 

The papers in connection with the 
mortgage loans were carefully checked 
and found to be correct. The loans 
are good first farm mortgages. 

Attention is called to the prompt- 
ness in the interest payments. The 
bookkeeping methods were commend- 
ed by the examiners. No 
criticisms were made. 


adverse: 
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EMPIRE LIFE INSURANCE COM- 
PANY, ATLANTA, GA. 


Insurance Board Denies Application for 
Receivership, but does not Absolve 
Company of Charges Made. KHeport 
Made by Actuary Copeland Show 


Company in Poor Financial Condi- 


tion. 


In the September issue of BEST’S 
LIFE INSURANCE NEWS we reviewed 
Judge Ellis’ decision denying the appli- 
cation for a receiver asked for by 
Judge James R. Brown, a stockholder 
of this company. We also spoke of the 
petition for a receiver filed by Earl F. 
Chandler, policyholder, which alleged 
that the company is insolvent; that its 
business has been continuously falling 
off and that it is being conducted at 
constant and heavy loss; and which 
made other grave charges. 
ber 14, 1914, the Insurance Board of 
Georgia, composed of Governor John 
M. Slaton, William A. Wright, Insur- 
ance Commissioner Warren Grice, At- 
torney-General, denied an application 
for a receiver. The opinion of the 
board is as follows: 


“There has not been such material 
change in the condition of said com- 
pany since the time it was investigated 
by Hon. William D. Ellis, judge of the 
Supreme Court of the Atlanta circuit, 
as to warrant a belief that different 
action would be taken than was taken 
by the Court at that hearing. 


“The board recognizes the unusual 
financial conditions which have been 
existing since the date of the order of 
Judge Ellis, and which are now ex- 
isting, and such condition should be 
taken into consideration in the exercise 
.of a wise discretion in the conservation 
of the assets charged with the pe- 
culiar sacredness of those belonging to 
an insurance company. 


“A receivership or its equivalent 
through the courts would be accom- 
panied by the loss of over one-half 
million dollars invested in the plant, 
and the administration of the peculiar 
assets of an insurance company would 
be embarrassed by cumbersome legal 
procedure. Negotiations for re-insur- 
ance, were the same desirable, and 
which would constitute assets of large 
value would be rendered largely im- 
practicable, and would cause great loss 
to the policyholders as well as stock- 
holders. 


“By the laws of Georgia, the insur- 
ance commissioner is vested with broad 
and plenary powers and it is his duty 
to direct and control the affairs of an 
insurance company when its condition 
becomes perilous to the public. Of his 
own motion he may make an appeal to 
the courts for marshalling the assets 
of such companies, when in his judg- 
ment the same is advisable. His at- 
tention has been specifically directed 
to this company and he is acquainted 
with the details of all of its conditions. 

“In view, therefore, of the order of 
the Superior Court of Fulton County 
and for the reasons above stated, the 


= 


On Novem- } 








prayers of the application filed by the 
complainants are declined. 
“JOHN M. SLATON, 
“Governor. 
“WM. A. WRIGHT, 
“Insurance Commissioner. 
“WARREN GRICE, 
“Attorney-General.” 


A report of the company’s condition, 
prepared by John A, Copeland, con- 
sulting actuary for the Insurance 
Board, is reviewed below. 

In the opinion recited above the 
board does not refer to the allegations 
made in the petition, but it will be 
noted in the next to the last paragraph 
the matter is put squarely up to the 
Insurance Commissioner of Georgia. 

It will be seen from the review of the 
report of the examination printed be- 
low that on September 30, 1914, on the 
most liberal basis, the capital stock 
of the company was impaired. In the 
statement of assets the Atlanta real 
estate of the company has been allowed 
at a valuation which is generally con- 
ceded as far above the price at which 
the property could be disposed of, and 
also there is allowed as an asset the 
subscription of the Merchants’ Bank 
of Augusta, Ga., amounting to $45,- 
500.33, which represents the bank’s 
subscription to the capital stock of the 
Empire Life Insurance Company. The 
bank has notified the insurance com- 
pany that it has rescinded its sub- 
scription and has charged the com- 
pany’s account with the amount of this 
deposit, the bank contending that the 
subscription was procured by misrep- 
resentation. 

From a dispassionate review of the 
reports of the examinations recently 
and previously made, we cannot avoid 
the conclusion that the company is in 
a precarious condition. It seems to us 
that Commissioner Wright is largely 
responsible for the present chaotic 
state of affairs, and that he must take 
quick action to place it on a more sub- 
stantial financial basis in order to 
avoid ioss to its policyholders. 

There is no question that he has been 
lax in his supervision of the affairs of 
the company, and has allowed the man- 
agement to pursue methods that would 
not be countenanced by any other in- 
surance department in this country. 


Report of Examination by John A. 
Copeland. 

The report is dated October 21, 1914. 
It shows that on September 30, 1914, 
the capital actually paid up in cash 
amounted to $271,352.50, and that the 
stock issued attached to unpaid notes 


held by the company amounted to $40,- 


537.50, making the total capital stock 
outstanding $311,890.00. In connection 
with the stock attached to notes, the 
report states that payments upon 
1.3445 shares are past due. The capi- 
tal stock issued during the first nine 
months of 1914 amounted to $22,640, 
and the premium collected upon stock 
sold amounted to $1,480. Commissions 
paid on stock sales amounted to $19,- 
855.65, and salary and expense on ac- 
count of stock sales amounted to $4,- 








807.07. In connection with the former 
item the report specifically states that 
$15,000 of this amount was paid to 
H. C. Lorick on account of the Augusta 
stock sales, and the balance represents 
items on account of sales made prior 
to January 1, 1914. In this connection 
see the statement in our annual vol- 
ume on page 170, under the heading, 
“The Augusta Deal.” 


Income, nine months: First year 
premiums, $61,752.65; renewal premi- 
ums, $338,229.25; interest and rents, 
$34,610.51; premium on sale of stock, 
$1,480; total income, $437,153.33. 


Disbursements, nine months: Death 
claims, $39,500.00; annuities, $22,174.43; 
premium notes and liens voided by 
lapse, $39,054.55; sick benefits, $1,314.13; 
surrender values, $81,218.48; dividends 
paid in cash and applied to pay policy 
liens, $1,160.43; dividends applied to pay 
renewal premiums, $42,711.65; dividends 
applied to purchase paid-up additions, 
$283.73; first year commissions, $36,- 
082.41; renewal commissions, $10,941.44; 
other agency and branch office ex- 
penses, $22,403.94; home office salaries 
and medical fees, $32,204.88; commis- 
sions on stock sales, $19,855.65; salary 
and expenses on account of stock sales, 
$4,807.07; certificates redeemed, $21,- 
900.00; total disbursements, $409,258.08. 

We print below the schedules of as- 
sets and liabilities in detail. 


Ledger Assets September 30, 1014, 


Augusta, Ga., property: 
Cost of real 

estate and 

paid con- 

struction 

Se ecucee% $286,984.94 
Approved con- 

struction 

items ac- 

crued up to 

time of sus- 

pension of 

building op- 











erations 99,854.78 
$386,839.72 

Screven County real estate 1,808.48 
Mortgage loans on real 

GE ne 6-004 6h bbb us Od 66s 15,588.50 
Collateral loans .......... 18,185.94 
Book value 

Se éccdes< $105,967.50 
 dceaeed 399,293.33 

505,260.83 

Policy loans and liens.... 674,742.40 
Renewal premium notes... 67,347.90 
Cash in company’s office 

and in transmission..... 703.42 
Deposits in banks and trust 

SRD - 2 6b 0sebecicée< 53,690.97 
Certificates of deposit (in 

Ee 15,449.50 
Purchase money notes.... 9,778.15 
ees MOUND cece cdcseceeve 160,498.80 
Other notes receivable.... 35.05 
Agents’ balances (net).... 60,525.98 
Accounts receivable ...... 21,064.13 
Furniture and fixtures.... 14,830.78 

SE a do cwaed sdocdweseud $2,006,359.63 


(Continued on next page.) 
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Empire Life (Continued). 
Less Ledger Liabilities. 
Unpaid construction items approved: 











The Whitney Co.......... $82,434.30 
Otis Elevator Co.......... 14,925.00 
Amount due architects.... 2,495.48 
BUROOS POWOMIO .cccccedeccs 75,585.32 
Accounts payable 30,875.26 
Unpaid certificate divi- 

Re “sacb se veesanedsess 420.75 

$206,734.11 

Net ledger assets as per 

balamce .........++% .. .81,799,625.52 
Interest accrued on mort- 

MOE .. 6446.00006 cen e008 . 2,076.85 
PGR. céccocicocesocs . ‘ 1,010.00 
DOMOGIED 2 cccccccvccnccees 9,840.94 
Premium notes, loans and 

PE bob eeden 6eceabeosee 2,020.00 
Purchase money notes.... 1,164.24 
Collateral loans .......... 1,006.52 
Increase in value of 

REED: 420000200066 se008 $175,618.58 
Net uncollected and 

deferred premiums.. $39,367.44 

Gress assets .......6i... $2,031,730.09 


Deduct Assets not Admitted. 











Furniture and fixtures.... $14,839.78 
Agents debit balances— 

Gross less $2,626.80 se- 

DEE: ntat<es.oeceseeeees 58,490.25 
Collateral loans .......... 3,941.17 
Accounts receivable ...... 21,064.13 
Notes receivable, 

including stock 

ee Seneca te $160,533.94 
Notes receivable, 

including stock 

notes, but al- 

lowing par 

value for stock 

attached there- 

to as security 

amounting to.. 40,537.50 

119,996.44 
Policy loans, premium 

notes and net premiums 

in excess of reserve.... 21,762.84 
Book value of bonds in 
. excess of market value.. 7,637.80 
Cash in defunct banks.... 1,610.85 

Total non-admitted assets $289,880.46 

Total non-admitted as- 
sets allowing par 
value of stock at- 
tached to notes..... 249,342.96 
Net admitted assets...... $1,741,849.63 
Net admitted assets al- 
lowing secured stock 
notes item in ques- 
Sem vbwe ees ee fuasee $1,782,387.13 





Liabilities September 30, 1914. 


Net reServe ........ecsce0. $1,407,107.00 
Death claims reported and 


UMPAIG ..cccccccesccesss 24,500.00 
Death reported—no proofs 
FOCOIVOR .cccccccccccces 1,000.00 
Death claims contested.... 6,500.00 
Net amount of death claims 
in judgment ........++- 10,000.00 
Sick and accident claims 
195.68 


pending 











Premiums paid in advance 2,932.67 
Reinsurance premiums due 

ORE QOCTUOCE ..cssccceces 392.53 
Unearned interest ........ 9,622.56 
Dividends left with the 

company to accumulate.. 2,816.50 
Dividends on uncollected 

and deferred premiums.. 2,750.92 
Supervisorship Bonus fund. 95.29 
Special contract dividends 13,969.70 
Cost of collection on de- 

ferred and uncollected 

DPGRRTEEES “cocencecesedcer 196.84 
Medical examiner’s fees 

due and accrued ....... 1,007.00 
Miscellaneous bills and ac- 

DES ce cccdvevossseecs 3,961.41 
Taxes due and accrued 14,100.22 
Balance stock commissions 

on Augusta stock....... 9,601.00 

Total Liabilities exclusive 

of capital stock....... $1,510,849.51 
Surplus to policyholders. . 231,000.12 
Surplus to policyholders al- 

lowing par value of stock 

attached to motes....... 271,537 62 

TED. 5 cin Oo ee me ¥eddens ee $1,741,849.63 

ey Ty Te $1,782,387.13 








Analysis. 


It will be noted from the two items 
of surplus to policyholders that wheth- 
er the par value of the stock attached 
to notes is allowed or not, the capital 
of the company is impaired. It should 
also be remembered that no lability 
is set up on account of the present 
value of certain deferred death claims 
under old assessment policies. This is 
in accordance with a ruling of the In- 
surance Department, but to show the 
company’s true condition this liability 
should be included in the statement, 
for the company has every intention 
of paying the claims as they fall due, 
and has been paying them to date. 

Augusta Building.—Work was sus- 
pended on the Augusta building July 
22, 1914. The figures in the statement 
of assets printed above regarding the 
property were obtained by the exam- 
iner from the architect of the building, 
who states that $164,924.55 will be re- 
quired to complete this building. 

Assets.—The collateral loans are se- 
cured almost entirely by local agency 
stocks. The company had on hand on 
October 1, 1914, a very small amount 
of cash. The certificates of deposit, 
amounting to $15,449.50, are held by the 
United States Fidelity and Guaranty 
Company of Baltimore, Md., as security 
to indemnify this company against loss 
on a bond executed in the Dyer case. 
The company had contested a death 
claim of $25,000 under a policy issued 
to Dyer, but a judgment was granted 
against the company for the principal 
sum, together with interest, the death 
having occurred on December 2, 1913. 
The net amount of the company’s lia- 
bility is $10,000, $15,000 having been 
re-insured. The report states that 
some of the certificates of deposit are 
past due according to the company’s 
records, and the officers state that in 
such cases they have either been paid 








or renewed through the surety com. 
pany. Deducting from the cash report- 
ed the amount which the Merchants’ 
Bank of Augusta has charged against 
the company’s account, as mentioned 
above, leaves only $8,893.85, and of this 
amount $1,610.85 has been deducted by 
the examiner as non-admitted. Con- 
trasted with this item, the company’s 
report shows that on September 30, 
1914, there were pending 278 applica- 
tions for loans on policies aggregating 
$41,132.97; 35 applications for cash sur.- 
render values amounting to $4,723.60, 
and unpaid claims amounting to 
$42,000. In this connection we note 
that several of these death claims were 
incurred during the months of June, 
July and August, and the report is 
made as of September 30. It should 
also be remembered that before work 
can proceed in completing the Augusta 
building, the company must pay out a 
large sum of money (see amounts un- 
der “Unpaid construction items ap- 
proved” in the column of assets print- 
ed above). 

Insurance <Aceount.—For the nine 
months ending September 30, 1914, the 
company had issued and revived poli- 
cies amounting to $3,051,339. Of this 
$987,740 was not taken. The amounts 
terminated in that period were $89.- 
500 by death; $133,500 by surrender, 
and $3,000,510 by lapse, making the 
total terminations for the period $4,- 
211,250, and leaving the net amount 
in force on October 1, 1914, $16,999,132, 
against $18,159,043 on December 31, 
1913. 

Conclusion.— After analyzing the 
financial condition of the company we 
must conclude that it is not now justi- 
fied in selling its stock to the public 
at any price; and we cannot see how it 
is to raise funds to meet its pressing 
obligations, because of the non-liquid 
character of its assets which we 
have frequently criticized in recent 
years. Certainly, no one would pur- 
chase the stock knowing the true con- 
dition of the company. It would seem, 
therefore, that the only thing left is 
for the Insurance Commissioner to 
take charge of the company, thus re- 
lieving it of overhead charges, and by 
this tardy action endeavor to protect 
the policyholders by re-insuring them 
in any substantial company, even 
though this would necessitate placing 
a lien upon the policies representing a 
deficiency in reserves which would cer- 
tainly be shown if they should be cal- 
culated upon a conservative basis, and 
the assets marked down to their true 
value. 


FEDERAL LIFE INSURANCE COM- 
PANY, CHICAGO, ILL. 


Report of Examination Reviewed— 
Very Small Surplus Shown. 


This company was examined by the 
Insurance Departments of Illinois, In- 
diana, South Dakota and Tennessee, a5 
of December 31, 1913, the report being 
dated August 29, 1914. 

The income and disbursements for 
the year 1913 agreed with the state- 
ment as filed by the company, with the 














December 1, 1914 


———— 
—— - 


exception that the-company included in 
miscellaneous interest an item of 
$9,960, which was the increase by ad- 
justment in book value of real estate. 
The company in its annual statement 
carried its real estate at a book value 
of $474,521.34. On this value the rate 
per cent. earned in 1913 was only 1.8 
per cent. The examiners had an ap- 
praisal made of the property, which is 
the company’s home office building, and 
a valuation of $500,000 was set. This 
necessitated inserting an item in the 
non-ledger assets of market value of 
real estate over book value amounting 
to $25,478.70. The report of the ex- 
amination does not indicate what rate 
of interest is likely to be earned on 
this valuation, but it is stated that 
“the net returns to date have not been 
remunerative, though opinion points 
to a material improvement in the fu- 
ture.” This change, together with 
slight changes in net outstanding de- 
ferred premiums, policy credits in ex- 
cess of reserve and book value of ledg- 
er assets over market value, resulted 
in increasing the total admitted assets 
from $3,078,791.10 to $3,100,186.33. The 
examiners increased the net reserve 
from $2,601,131 as reported by the com- 
pany to $2,631,707. In connection with 
this matter, they state that in check- 
ing up the records it was found that 
the basis of valuation on certain rein- 
sured policies was in error, and various 
discrepancies had developed, and “that 
the company had knowledge of these 
discrepancies and is subject to severe 
criticism for not reporting them.” 

The company did not report the fol- 
lowing liabilities at the end of 1913: 
Dividends due policyholders, $380.82; 
accrued liability Occidental contract, 
$1,005; accrued liability Union Securi- 
ties contract, $11,224. The examination 
also shows that the liabilities for taxes 
due and accrued should be $14,622.47, 
instead of $7,380.06, as reported by the 
company, and that the liabilities of the 
accident department should be $5,902.81, 
instead of $4,474.28. These changes in- 
creased the total liabilities from $2,- 
740,269.05, as reported by the company, 
to $2,792,680.14. The net result gives 
the company a surplus of $7,506.19, in- 
stead of $38,522.05, as reported by the 
company, despite the increase in the 
valuation of the real estate. 


Mortgage Loans.—Most of the mort- 
gage loans are on deposit with the 
Indiana and Illinois Insurance Depart- 
ments. The papers in connection with 
these loans were examined and found 
in order, and appraisals were on file 
showing the necessary legal margin of 
security, except in one case, where an 
appraisal obtained by the Illinois dee 
partment showed a loan of $13,000 on 
$18,000 security. This loan has been 
disposed of to the Union Securities 


‘Company. That concern is very closely 


identified with the insurance company, 
and formerly had a general agency 
contract with the Federal Life, which 
was terminated several years ago. The 
loan was admitted by the examiners 


at its full value. 


Collateral Loans.—cCertain of the col- 
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lateral loans are protected by mortgage 
loans. Attention is called to the fact 
that some of the usual documents were 
missing, but assurance was given to 
the examiners that they would be sup- 
plied. Comment is made on the fact 
that certain of the collateral loans are 
made to directors of the company. 
There is a loan of $17,000 which was 
protected by bonds of the Iowa Power 
Company, which are in default. This 
loan was also disposed of to the Union 
Securities Company, and in consequence 
has been admitted as an asset by the 
examiners as of December 31, 1913. 

Policy Loans.—Attention is called to 
the unusually large proportion of policy 
loans and liens. We have also called 
attention to this condition in our re- 
ports upon the company. 

Bonds and Stocks.—The bonds held 
consist mainly of municipal securities 
and drainage district bonds. The stocks 
consist of State and National banks. 
The company holds $20,000 first mort- 
gage bonds of the Shiocton Garden 
Land Company of Wisconsin. These 
bonds have been in default for some 
time, and the property at the time of 
the examination was being adminis- 
tered by a receiver. It appears, how- 
ever, that since the examination was 
completed a reorganization has taken 
place and that the bonds were taken up 
half in cash and half in bonds of the 
new organization, and for this reason 
were allowed by the examiners at their 
face value. 

(It will be noted from the above that 
had not the company been in a position 
to transfer the mortgage loan and col- 
lateral loan to a company with which 
it is very closely identified, the disal- 
lowance of these loans would have re- 
sulted in an impairment of capital. It 
should also be remembered that on De- 
cember 31, 1913, the company had de- 
ferred dividend business in _ force 
amounting to $12,809,508.40, upon which 
no dividends have been apportioned. 
The company’s financial condition, 
therefore, cannot be regarded as favor- 
able—Ed.) 

Claims.—The claim jackets were 
checked extensively, and the necessary 
papers found in order. Claims are set- 
tled promptly and equitably. The com- 
pany’s stand in regard to rejected and 
compromised claims appears justified. 
It has been put to considerable trouble 
and expense in settling claims under 
reinsured policies. 








Accident Department.—This depart- 
ment has been in operation since Janu- 
ary, 1912. The business is written 
largely on a monthly premium basis. 
Its development to date has involved 
a loss in surplus to the company, and 
the examiners state that it is uncertain 
when this branch will reach a surplus- 
producing stage. The settlement of 
claims in this department was gone 
into extensively, and it was found that 
in general the settlements are handled 
equitably and in accordance with the 
terms of the contracts. 


Northern Life Reinsurance. — This 
company reinsured the risks of the 








Northern Life Insurance Company of 
Rock Island, Ill., on December 21, 1911. 
It obligated itself to pay to the North- 
ern Life $10 per $1,000 for the business 
assumed, less the deficit in the reserve 
fund on deposit, which it made up. 
The records show payment of $7,965.24 
to the receiver of the Northern Life in 
1912, and an outstanding liability of 
$7,000 is still shown, which agrees with 
the amount claimed by the receiver, 
though this amount appears in excess 
of that determined by the Illinois De- 
partment under the reinsurance agree- 
ment contract. Securities amounting to 
$133,616.64 were transferred to the Fed- 
eral Life, and among these were cer- 
tificates of deposit amounting to $16,- 
400, payment of which has since been 
refused by the issuing banks and suits 
for collection are now in process. The 
examiners state that from information 
gained it appears that these certificates 
are collectible, and that the receiver of 
the Northern Life considers that in any 
event there should be no loss to the 
Federal Life. The final payment of 
commissions under this reinsurance 
contract has been withheld in the 
meantime. 

Inter-State Life Reinsurance.—<A con- 
tract has been made in connection with 
the reinsurance of this company, which 
in return for services rendered pro- 
vides for the payment of renewal com- 
missions of 5 per cent. on the business 
reinsured to commence after comple- 
tion of the payments under the rein- 
surance contract. The Federal Life 
was to have the right to continue these 
commissions by a payment of $2,500, 
and such right was exercised during 
1913. Under the terms of this agree- 
ment the reporting of this commission 
as a liability was avoided. 


Occidental Investment Company.— 
The contract with this company pro- 
vided that it was to advance money to 
the Federal Life for development pur- 
poses, the Federal to pay thereon a cer- 
tain percentage of renewal premiums 
received thereafter (not exceeding 3 
per cent.) as would produce 10 per 
cent. on the money advanced. After 
twenty-five years the Federal was to 
have the option of cancelling the con- 
tract on payment of double the amount 
advanced. No record appears on the 
books of the Federal Life of amounts 
advanced and expended, but the reso- 
lution of the cancellation of the con- 
tract as regards further advances sets 
forth that there has already been ad- 
vanced $20,100. On this, in conse- 
quence, the Federal pays 10 per cent.in 
semi-annual instalments covering the 
amounts earned on the premium income 
for the preceding six months, and under 
the terms of this contract the only 
current liability would be the payment 
of $1,005 accrued at the end of 1913 for 
the preceding six months. 





Union Securities Company.—The re- 
port of the last examination sets forth 
the advance of $47,500 by this agency 
company to the Federal to be repaid 
with 6 per cent. interest by 3 per 

(Continued on next page.) 
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Federal Life (Continued). 

cent. of the renewal premium income. 
In November, 1912, a final release of 
all claims thereunder was received on 
a basis of calculations showing that 
the contract had been fulfilled. A 
checking over of the payments, how- 
ever, disclosed errors and discrepancies 
in payments such that the accumulated 
liability on December 31, 1913, amount- 
ed to $11,224. This was called to the 
attention of the company, and a new 
agreement has been drawn up between 
the two parties providing for the re- 
lease of current liability, and in lieu 
thereof, for the payment of the above 
amount with 5 per cent. interest by 
the appropriation from loading of 2 
per cent. of the renewal premium in- 
come of the Federal, till the sum has 
been retired. In view of the terms of 
this contract the accumulated liability 
is now released, though included in the 
financial statement as of December 31, 
1913. 

Ceonclusion.—The examiners called at- 
tention to the favorable mortality ex- 
perience of the company, and to the fact 
that it is gradually freeing itself of 
payments incurred under contracts as- 
sumed in the past. In concluding they 
state: “Especially in view of the 
amount of deferred dividend business 
to which no surplus is apportioned as 
yet, the financial statement indicates 
the need for the most careful adminis- 
tration of the company’s affairs.” 





FRANKLIN LIFE INSURANCE COM- 
PANY, SPRINGFIELD, ILL. 
Report of Examination Reviewed. 

This company was examined by the 
Illinois Insurance Department as of 
December 31, 1913, the report being 
dated October 1, 1914. The schedule 
of income and disbursements agrees 
with the figures as filed by the com- 
pany and as printed in our 1914 vol- 
ume. There was a slight change in 
the assets, the market value of bonds 
over book value being reduced by the 
examiner from $7,234.03 to $5,618.53; 
this changed the total admitted assets 
from $6,126,666.23 to $6,125,050.73. 

In the liabilities the examiner in- 
cluded an item of death losses in- 
curred but unreported, amounting to 
$10,418.00, and increased the amount of 
expenses due or accrued from $13,- 
611.60 to $17,253.09. These changes re- 
sulted in decreasing the surplus from 
$331,171.45 to $316,001.87. 

Mortgage Loans.—The examiner 
found that care was evident in the se- 
lection of the mortgages, and that 
they yielded principally 5 per cent. 
and 5% per cent. interest. The ex- 
perience of the company in regard to 
these loans has been very satisfactory. 
During the period under examination 
no interest was overdue at the year 
end, and the company states that this 
has been its experience from organiza- 
tion. Only one loan was in process of 
foreclosure, of which the full amount 
invested was realized at the judgment 
sale of the property. 

Collateral Loans.—The security for 
these loans consists of state and na- 








tional bank stocks, the market value 
over loan being ample in all cases. 
The interest realized is from five to 
six per cent. on these loans. 


Bonds.—These are principally mu- 
nicipal securities, paying from four to 
five per cent. interest. 


Policy Loans and Liens.—Approxi- 
mately one-half of these are due to 
liens imposed on dated back policies 
transferred from assessment certifi- 
cates and to forms issued under which 
a certain percentage of the premium 
is automatically met by a lien against 
the policy. 

Death Claims.—Claims were found 
to be settled promptly and in accord- 
ance with the terms of the contract. 


In regard to the Security Fund, 
which is referred to in our report, and 
which at the end of 1913 amounted to 
$111,430.49, the examination shows that 
the insurance entitled to participate 
in this fund at the end of 1913 
amounted to $1,916,500. The dividend 
for 1914 was $2.16 per $1,000. The cor- 
responding dividends for preceding 
years to 1910 were $1.94, $1.76, $1.55 
and $1.32, respectively. 

Surplus Apportionment.—cCertificates 
of the original assessment association 
still in force are charged rates on the 
Actuaries’ 4 per cent. yearly renewable 
term basis with allowances of $3.60 or 
$5.00 per thousand for expenses as 
provided in the certificates. In 1912 
provision was made by resolution of 
the directors for allowing them the 
benefit of the favorable mortality of 
the company, and since that time they 
have received annual reductions in 
rates of 25 per cent. of the net tabu- 
lar premium. 


Annual dividend policies have, ex- 
cept for a few cases, been issued since 
1907, the dividends being based on the 
American 3% per cent. table. They 
are made up of 1 per cent. of the ini- 
tial reserve, 4 per cent. of the load- 
ing and a percentage of the cost of 
insurance, decreasing annually from 
25 per cent. to 20 per cent., and there- 
after remaining constant. 

Deferred dividend policies, issued 
since 1907, have received surplus ap- 
portionments based on the correspond- 
ing annual dividends accumulated at 
4% per cent. For those that have ma- 
tured to date the above brought out 
a dividend in excess of that produced 
by an actual fund accumulation, and 
consequently no adjustment was made 
for gains from forfeitures, but it was 
stated that should the experience of 
the company justify it, such adjust- 
mnets would be made in the future. 
For deferred dividend policies issued 
prior to 1908, the surplus apportion- 
ment has been made by a fund sys- 
tem. Formerly this was based on fac- 
tors varying annually according to the 
experience of the company. Recently, 
however, a system of fixed factors has 
been adopted, which has produced re- 
sults approximating to those of the 
former method, and has the advantage 
of giving more regular apportion- 
ments. This is based on the actual 








premium paid less a _ proportionate 
Share of the expenses of the company, 
interest being allowed at 4% per cent. 
and the mortality charge increasing 
from 40 per cent. for the first year 
to 80 per cent. for the sixth and later. 
If necessary, the apportioned surplus 
is changed by a certain percentage to 
produce a safe contingency fund, ap- 
proximating five per cent. of the as- 
sets, the balance being shown as a lia- 
bility. At the end of the dividend 
period of a policy, however, the total 
accumulations are paid without deduc- 
tion for contingency fund. Earnings 
from policies other than deferred divi- 
dends are thrown into the general 
fund. No deferred dividend policies, 
and comparatively few annual divi- 
dend policies, are now being issued. 

The examiner states that the system 
adopted appears to equitably carry 
out the intent of the present charter 
provisions regarding the rights of the 
policyholders in the surplus fund. The 
actual factors used can be varied to 
meet the experience of the company. 

Conclusion.—In the general remarks 
the examiner states that a substantial 
volume of business is being written at 
a reasonable expense rate, but the 
company is showing a somewhat high 
rate of lapse. Attention is called to 
the favorable mortality rate, the high 
grade of investments, excellent book- 
keeping methods, and the equitable 
treatment of policyholders by the man- 
agement. 





LIBERAL LIFE ASSURANCE COM- 
PANY OF INDIANA, ANDER- 
SON, IND. 

On November 19, 1914, the stockhold- 
ers of this company voted to increase 
the capital from $100,000 to $130,000. 
The par value of the stock is $10 per 
share, and arrangements have been 
completed whereby the company has 
disposed of 2,500 shares at $20 per 
share at a cost of 10 per cent. The 
company states that the balance will 
be disposed of before the first of the 

year. 





MAJESTIC LIFE ASSURANCE COM- 
PANY, INDIANAPOLIS, IND. 

We were recently advised that this 
company is to be merged with the 
Anchor Life Insurance Company of 
Indianapolis. See important article on 
that company elsewhere herein. 





METROPOLITAN LIFE INSURANCE 
COMPANY, NEW YORK, N. Y: 
Plans to Mutualize. 

The directors of this company have 
approved a plan for its mutualization. 
Its capital stock is $2,000,000 divided 
into 80,000 shares of $25 each, and the 
dividends to shareholders are limited 
to 7 per cent. per annum. The plan 
provides for the acquisition by the 
company of the capital stock at the 
price of $75 per share. If the plan is 
adopted it will caJl for the return to 
the stockholders of $2,000,000, the 
amount of the capital, and $4,000,000 
of the large accumulated surplus, 
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which on September 30, 1914, was es- 
timated at more than $40,000,000. The 
plan calls for the deposit of $6,000,000 
in the New York Trust Company, and 
the stock deposited with the Trust 
Company will be paid for on January 
5, 1915, provided the plan has been 
approved at that time. 

The stockholders will meet on De- 
cember 4, 1914, to pass upon the plan, 
and the policyholders’ meeting is 
called for December 28. As a majority 
of the capital stock is held by the di- 
rectors, there does not seem to be any 
doubt that the proposition will be ap- 
proved by the stockholders. 

Each policyholder who is insured 
for $1,000 or more, and whose insur- 
ance has been in force for one year 
or more, is entitled to vote. 





MUTUAL BENEFIT LIFE INSUR 
1915 Dividend Scale Substantially In 

This company has announced that 
the regular dividends to be credited to 
premium-paying policies (except Five 
Year Term policies) upon their anni- 


COMPARISON OF DIVIDENDS PAYA 


Policies Issued Since 1899-—81,000 


Kind Age Year Ist 2nd 
Life 25 1914 $3.27 $3.34 
1915 4.11 4.18 
35 1914 3.66 3.80 
1915 4.76 4.90 
45 1914 4.57 4.83 
1915 6.12 6.38 
55 1914 6.79 7.23 
1915 9.18 9.62 
Life 20 25 1914 3.31 3.53 
1915 4.27 4.49 
_ 35 1914 3.72 4.01 
1915 4.92 5.21 
, 45 1914 4.60 4.99 
1915 6.25 6.64 
" 55 1914 6.79 7.32 
1915 9.25 9.78 
Endt,. 20 25 1914 3.41 3.89 
1915 4.54 5.02 
> 35 1914 3.77 4.27 
1915 5.13 5.63 
Ks 45 1914 4.64 5.15 
1915 6.38 6.89 
” 55 1914 6.82 7.40 
1915 9.30 9.88 
Policies Issued Prior to 1900—81,000 
Kind Age Year 15th 
Life 25 1914 $4.39 
1915 5.21 
” 35 1914 6.19 
1915 7.29 
“ 45 1914 9.48 
1915 11.04 
” 55 1914 15.32 
1915 17.79 
Life 20 25 1914 5.55 
1915 6.47 
4 35 1914 7.52 
1915 8.70 
, 45 1914 10.71 
1915 12.36 
™ 55 1914 15.90 
1915 18.43 


versaries in 1915 will show a substan- 
tial increase over the regular divi- 
dends credited in 1914. Such increase 
results from the fact that it has be- 
come unnecessary for the company to 
retain for expenses and contingencies 
as large a portion of that part of the 
stipulated premiums provided therefor 
as has heretofore been retained for 
such purpose. The increase, therefore, 
does not affect paid-up policies. 


MUTUAL PROTECTIVE LEAGUE, 
DECATUR, ILL. 


This company has reorganized on the 
legal reserve basis under the title 
“Protective League Life Insurance 
Company.” See article on that com- 
pany elsewhere herein. 





NATIONAL LIFE INSURANCE COM- 
PANY OF THE WU. S. A. 
CHICAGO, ILL. 

This company advised us that it will 
discontinue writing participating insur- 
ance after December 15, 1914. 





BLE IN 1914 AND 1915 


Dividend Year. 


3rd 4th Sth 10th 14th 
$3.42 $3.50 $3.59 $412 $4.66 
4.26 4.34 4.43 4.96 5.50 
3.96 4.12 4.29 5.25 6.29 
5.06 5.22 5.39 6.35 7.39 
5.12 5.41 5.70 7.34 9.15 
6.67 6.96 7.25 8.89 10.70 
7.68 8.12 8.65 11.27 13.66 
10.07 10.51 11.04 13.66 16.05 
3.77 4.01 4.27 5.78 7.29 
4.73 4.97 5.23 6.74 8.25 
4.32 4.64 4.98 6.92 8.91 
5.52 5.84 6.18 8.12 10.11 
5.41 5.84 6.28 8.77 11.36 
7.06 7.49 7.93 10.42 13.01 
7.85 8.36 9.00 12.13 14.99 
10.31 10.82 1146 14.59 17.45 
4.41 4.95 5.51 8.80 12.06 
5.54 6.08 6.64 9.93 13.19 
4.79 5.33 5.90 9.19 12.50 
6.15 6.69 7.26 10.55 13.86 
5.70 6.27 6.85 10.18 13.54 
7.44 8.01 8.59 11.92 15.28 
7.98 8.56 9.24 12.71 15.86 
10.46 11.04 11.72 15.19 18.34 
20th 30th 40th 50th 
$5.27 $7.95 $11.22 $14.79 
6.09 8.57 11.64 15.62 
7.54 11.23 15.07 19.94 
8.64 12.05 15.62 20.07 
11.37 15.96 19.90 27.04 
12.93 17.14 20.68 27.05 
17.65 22.86 27.93 Gis 
20.12 24.71 29.17 

7.34 

8.26 

9.75 

10.93 

13.26 

14.91 

18.14 

20.67 





NORTHWESTERN MUTUAL LIFE IN- 
SURANCE COMPANY, MIL- 
WAUKEE, ILL. 


1915 Dividend Scale Unchanged. 


This company has announced that the 
dividend scale, which was adopted in 
1912, and since continued, has been 
extended for the year 1915. The illus- 
trations of this company shown in 
BEST’S POLICY ANALYSIS AND 
DIVIDEND ILLUSTRATIONS for 1914 
will apply for 1915. 

The deferred dividend fund, and di- 
vidends left to accumulate will, during 
1915, be allowed interest on the basis 
of 4.5 per cent. 





PIONEER LIFE INSURANCE COM- 
PANY OF AMERICA, KANSAS 
CITY, MO. 


This company recently reduced its 
capital from $200,000 to $100,000, trans- 
ferring the difference to surplus ac- 
count. The net surplus of the com- 
pany at the present time is said to be 
approximately $75,000. The Universal 
Life of Cleveland, which is now in the 
hands of a receiver, neither controls 
the company through stock ownership, 
nor through representation on the 
board of directors, though some months 
ago the officers tried to secure such 
control. 

We have received a printed list of 
the present directors of this company, 
which shows the names of E. H. Moore, 
former Superintendent of Insurance of 
Ohio and at present trustee in liquida- 
tion of the Universal Life of Cleveland; 
also that of J. A. Stevenson, who was: 
the principal promoter of the Universal 
Life, and therefore largely responsible- 
for its bad practices. 

The company has recently announced 
through a pamphlet entitled “In the- 
Spirit of Service” plans of the most 
unusual character. One of the plans. 
is that local clubs shall be formed 
which will be permitted to use the 
company’s name and the facilities of 
its business organization, and secure 
from the company for their exclusive, 
local and joint benefit the continuous 
payment each year into the treasury of 
the club of a fixed amount per policy- 
holder in good standing, not in any 
case to be less than $2.00 per member 
per year. The financial support grant- 
ed is without any extra premium being 
charged and may be expended in what- 
ever manner may seem best to the- 
members. There are no conditions at- 
tached other than that the members: 
shall pay their insurance premiums to. 
the company’s local cashier. 

Another peculiar provision in its plan: 
is that policyholders may pay premi- 
ums as they wish, changing from one- 
basis to another without charge or 
formality. For instance, a policyhold- 
er who has been paying premiums an- 
nually, may change, without notice to: 
the company, to a monthly basis by 
paying 1/12 of the annual premium. 

Another plan is that all policyholders: 
are permitted to appoint the company 
their agent to look after their burial. 

(Continued on next page.) 
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Pioneer Life (Continued). 

It will follow whatever instructions 
are given, without charge for this 
service. Only the actual expense of the 
burial is deducted from the insurance 
in any case. 

An immediate maternity § sickness 
benefit of $50 per $1,000 is provided in 
all policies in amounts of $500 or more, 
except in term insurance. 

Another extraordinary provision is 
that the statement in the application 
calling for the family history of the 
applicant may be waived at any time 
by the medical department. It is stated 
that there are many applicants who do 
not wish to divulge their family 
history. 

The plans outlined above are so radi- 
cal that their adoption by a company 
with such small resources seems to us 
dangerous. 


PROTECTIVE LEAGUE LIFE INSUR- 
ANCE COMPANY, DECATUR, ILL. 
This company succeeded the Mutual 

Protective League of Decatur, Ill., a 
fraternal order, which was incorporat- 
ed April 15, 1897. The order was re- 
organized into a legal reserve com- 
pany with $100,000 capital and $25,000 
surplus paid in. The members were 
almost unanimously in favor of the 
change, and each one was given the 
opportunity to subscribe for stock of 
the new company at $1.25, the par 
value of the stock being $1.00. 

Credit is due the management for 
the basis of the reorganization. The 
setting of the par value of the stock at 
such a low figure gave every member 
an opportunity to become aé ~stock- 
holder. 

The new company commenced busi- 
ness October 31, 1914, taking over prac- 
tically $25,000,000 of outstanding in- 
surance from the old order. A very 
large portion of the business is 10 and 
20 Year Term. The rates charged by 
the order were such as to meet legal 
reserve requirements under the poli- 
cies, the principal change in the method 
being that hereafter the valuation will 
be on the American 3% per cent. Table 


instead of the N. F. C. 4 per cent. The 
company has approximately $75,000 
surplus. 





SECURITY LIFE INSURANCE COM- 
PANY OF AMERICA, CHI- 
CAGO, ILL. 

This company was recently examined 
by the Insurance Departments of Ten- 
nessee and Kentucky. The report has 
been filed and a copy furnished to us. 

Representations have been made to 
us by the company in answer to certain 


























criticisms of the examiners, and we 
promised to allow the company to see 
before publication a copy of our re- 
view of the report so that it could, if 
it desired, make a written statement 
regarding the matter. This could not 
be accomplished before this issue went 
to press, but the report will be re- 
viewed fully next month. 


ROYAL BENEFIT SOCIETY,. WASH- 
INGTON, D. C. 


The people operating this society 
also control the Anchor Life Insuranc@ 
Company of Indianapolis, Ind. See 
article on the latter comany elsewhere 
herein. 


STATE MUTUAL LIFE INSURANCE 
COMPANY, ROME, GA. 


Supreme Court Holds Judge Was Dis- 
qualified in Receivership Action. 


In the July issue of BEST’S LIFE 
INSURANCE NEWS, page 21, we told 
of the appointment of Sproull Fouche, 
president of the Citizens’ Bank of 
Rome, Ga., as receiver for this com- 
pany. In the September issue we called 
attention to the litigation concerning 
the receivership started by the man- 
agement of the company. The Supreme 
Court of Georgia on November 20 
handed down a decision holding that 
Judge Fite was disqualified to proceed 
in this case, and also handed down de- 
cisions in two other cases brought by 
Insurance Commissioner Wright. We 
quote the following from the Atlanta 
Journal of November 20 in regard to 
these matters: 

“Holding that he was disqualified 
to preside in the case because he was 
related to a party at interest by af- 
finity within the degree prohibited by 
law, the State Supreme Court Friday 
morning decided that the action of 
Judge A. W. Fite, of the Cherokee cir- 
cuit, in appointing a receiver for the 
State Mutual Life Insurance Comapny, 
of Rome, was null and void. 

“The State Supreme Court on Friday 
morning also handed down decisions in 
the two cases brought by Insurance | 
Commissioner W. A. Wright vs. the 
State Mutual Life Insurance Company, 
of Rome, which cases sought to have 
the affairs of the company placed in 
the hands of the insurance commission- 
er in order that its policyholders and 
creditors might not have to stand the 
expense of the fees which have to be 
paid out if its affairs were administered 
by a receiver. 

“One of the petitions of the insur- 
ance commissioner, brought through 





Attorney-General Warren A. Grice, was 





declined by Judge Moses Wright, of 
the Rome circuit, who had disqualified 
himself to pass upon the petition for 
receiver brought by Walton, et al, three 
policyholders. 


“The other petition of the insurance 
commissioner was filed with Judge 
Fite, who had entertained the Walton 
petition and had appointed a receiver. 
Judge Fite also refused the petition of 
the insurance commissioner, holding 
that the Act of 1912, under which it 
was filed, was not exclusive as to the 
remedy for protecting the interests of 
policyholders and creditors, was not an 
exclusive remedy and inasmuch as the 
petition of policyholders for a receiver 
had already been granted he must deny 
the petition of the insurance commis- 
sioner. 

“Both the decision of Judge Wright 
and that of Judge Fite, in these cases, 
were affirmed, the Supreme Court hold- 
ing that the Act of 1912, providing for 
the administration of the affairs of in- 
solvent insurance companies by the 
State insurance commissioner, was not 
exclusive so as to deprive policyhold- 
ers or creditors of their right to make 
application to the Court for such re- 
lief as a court of law or equity might 
have afforded them under the laws ex- 
isting at the time of the passage of 
the statute in question. 

“The fact that all of the actions of 
Judge Fite in the case have been held 
to be nugatory will mean, it is said, 
that the affairs of the company will be 
placed back into the hands of the tem- 
porary receiver until the case can be 
brought upon its merits before a judge 
who is qualified to sit upon it. 

“The cases involving the solvency of 
the State Mutual Life Insurance Com- 
pany, of Rome, have been in the courts 
for months and it will probably be sev- 
eral months longer before they are 
finally decided. 

“The two Supreme Court justices who 
disqualified were Justices Evans and 
Lumpkin. Their places were filled by 
Judge John T. Pendleton, of the Fulton 
Superior Court, and Judge R. W. Free- 
man, of the Coweta circuit.” 


UNIVERSAL LIFE INSURANCE COM- 
PANY, CLEVELAND, O. 
Report Filed by Trustee. 

The trustee in liquidation of this 
company has filed his report, and a 
copy is in our possession, but was re- 
ceived too late to review in this issue. 
Any information regarding it will be 
furnished to subscribers upon request, 
and it will be reviewed in detail in 
next month's issue. 
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Announcement of New Publication 








Reports Upon All 


Casualty and Miscellaneous Companies 
FIRST ANNUAL EDITION 





Complete analytical reviews of the financial standing, history, management, repu- 
tation and underwriting results in each department of the business, with full informa- 
tion concerning the qualifications and experience of all officers and heads of depart- 
ments, their duties and responsibilities, and the business connections of directors. 


The underwriting results of each class of business are shown each year for four 
Years, with four-year totals and averages. These calculations include an exact distribu- 
tion among departments of all expenses and liabilities, together with a statement of 
the interest earned at an assumed rate of 4% on loss and unearned premium reserves 
in each department, each year for four years, and for the four-year period. 


These reports show for the first time the true results of each class of business 
written, with due regard to undischarged liabilities, and take into account also the in- 
terest earnings on reserves—a most important item heretofore disregarded in pub- 
lished statements of underwriting results. 


A vital consideration in reviewing the accounts of these companies is the present 
unsettled and dangerous situation in the liability field. Many of the companies writing 
liability insurance admit that they are doing so at a substantial loss. 


The fact that claims under liability insurance policies may require many years for their 
final adjudication makes it peculiarly important that persons either buying or selling policies 
of that kind should be certain that (1) the company is now amply responsible financially; that 
(2) its business is being conducted along lines which insure permanency — and in no other 
branch of insurance is mismanagement more disastrous; and that (3) the active managers of the 
company, including directors, officers and heads of departments, are men of integrity, broad busi- 
ness experience and ample technical knowledge to perform their respective tasks, so that the 
company as a whole may grow and progress and be ready at all timés promptly to meet legiti- 
mate claims against it. The new reports, therefore, analyze with great care the history of each 
company, the nature of its investments, the business connections of its directors, the qualifica- 
tions of its officers and heads of departments, and, finally, the underwriting results in each de- 
partment of the business, worked out with a degree of accuracy never before attempted—doubt- 
less because of the tremendous amount of work involved. 


Every Agent writing casualty insurance should subscribe to this valuable service. 


ALFRED M. BEST CO., Inc. 
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